This study applies Davis, Haltiwanger, and Schuh's method (1996) to measure job creation/destruction rates of establishments in manufacturing firms using Japanese Economic Census data in 2006 and 2009. Results show that the decrease in net domestic employment arises mainly from firms without subsidiary companies, and non-expanding multinational enterprises. Domestic employment increases when the number of overseas subsidiaries increases. Both job creation/destruction rates of multinational enterprises are high, and the globalization of Japanese firms accelerates de-industrialization in Japan. The job creation and the net employment growth rates of establishments belonging to smallsized firms are lower than those in large-sized firms.
Introduction
The 1980s and 1990s witnessed a relocation of Japanese manufacturing sites from Japan to East Asian countries, such as China, Malaysia, and Thailand, which has added an international dimension to the division of labor between these countries and Japan. This rapid In view of these findings, this paper addresses a related set of questions using the Japanese economic census data in 2006 and 2009, which cover the entire range of Japanese firms, including a significant number of SMEs. Moreover, we focus not only on domestic companies that convert into MNEs but also companies that increase/remain/decrease the number of foreign affiliates, those that have only domestic affiliates, and those that have neither domestic nor foreign affiliates. Many MNEs tend to increase procurements from local companies in the host country and decrease those from Japanese parent companies after several years of establishment (METI 2012) . As long as new foreign affiliates continue to be established, the demand for exports and procurements from the Japanese parent company can increase. Once the number of newly established foreign companies reaches a peak, however, procurements will gradually decrease. Therefore, in the long run, MNEs' overseas activity will probably decrease domestic output and employment demand.
We begin by examining the effects of an increase in multinational firms' overseas activities on Japanese employment demand in the manufacturing sector. Then we examine whether the effects depend on the firms' size by dividing our sample into two groups: (1) SMEs and (2) large firms. We also examine whether the effects differ between urban and rural establishments.
The remainder of this paper is organized as follows. Section 2 describes the data used in this study and Section 3 presents the methodology. Section 4 discusses the findings, and Section 5 concludes the paper.
Data
The data set used in this research for the calculation of job creation/destruction rates comes from the 2006 Establishment and Enterprise Census and the 2009 Economic Census (hereafter referred to jointly as Census). The 2006 and 2009 Census, conducted by the Statistics Bureau of the Japanese Ministry of Internal Affairs and Communications, covered approximately six million establishments each year. In addition, the Census covers all of the establishments across all industries and sizes in Japan, and collects information regarding basic establishment characteristics such as the number of employees, 3 the industry and the location, and the number of domestic and foreign affiliate subsidiaries of the firm with which an establishment is affiliated.
The unit of analysis used in this study is an establishment, which is defined as an economic unit operating in a single physical location that sells or produces goods/services. The existing establishments in the 2009 Census include the same identification number used in the 2006 Census, which allowed us to track their entry, exit, and employment changes since the information also includes data regarding the firm possessing the establishments, such as the firm's size and whether it is an MNE in each year.
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3 The number of employees is defined as the total number of regular employees, non-regular workers, paid directors, individual proprietors, and non-paid family employees.
The greatest strength of our data is that they include a complete census that covers all of the establishments across all industries and sizes in Japan. Some recent studies on foreign direct investment (FDI) and employment in Japan utilized data from the Basic Survey of Japanese Business Structure and Activity, the Basic Survey of Overseas Japanese Business Activity, or the Employment Trend Survey. 5 The Basic Survey of Japanese Business
Structure and Activity only covers firms with 50 or more employees and with capital of 30 million yen or more. Thus, they only cover approximately 30,000 medium and large companies. The Employment Trend Survey is a sampling survey that includes approximately 10,000−13,000 establishments. One advantage for using data from the Census allows the measurement of the job creation rate of new entrants as well as the job destruction rate of exiting establishments, which was not possible in the previous studies but is in ours.
A further strength of our data is that the unit of analysis is at the establishment level, which allows us to observe the employment dynamics from one establishment to another within the same firm as a result of either job creation or destruction.
The sample of establishments used in this study consists of Japanese manufacturing firms, which are defined as those having at least 30 percent of their employees in manufacturing establishments (in either 2006 or 2009) . We consider that the ordinary industry classification method for the firm is problematic in the following two ways: (1) a portion of the recorded decline in manufacturing employees or firms is partly due to the firms switching their main activities from the manufacturing to the service sector; and (2) some companies whose value-added production mainly arises from manufacturing activities, even though their gross sales are larger in wholesale or retail activities, are classified in the wholesale or retail industries. 6 Thus, our method can mitigate this classification problem to some extent. Table 1 presents the data set of 1,755,833 establishments belonging to manufacturing companies of which 21.5 percent are in retail, and 8.7 percent are in wholesale. 7 Table 2 shows that 23.9 percent of the sample are establishments belonging to firms with five or fewer employees, 31.7 percent include 6−50 employees, and 23.9 percent are affiliated with firms consisting more than 300 employees.
8 5 For example, Yamashita and Fukao (2010) used the Basic Survey of Japanese Business Structure and Activity, and the Basic Survey of Overseas Japanese Business Activity, whereas Ando and Kimura (2014) applied the Basic Survey of Japanese Business Structure and Activity.
6 The amount of sales is used to decide the industrial classification.
7 The industry codes in 2006 are used for the existing establishments, and those in 2009 are used for entrants. 
Methodology
This study follows the basic methodology introduced by Davis, Haltiwanger, and Schuh (1996) to measure the job creation/destruction rate. First, the employment growth in establishment i between t−1 and t is given by:
where N it denotes the number of employees working in an establishment i at time t. Dividing by average employment ensures that Growth is constrained between −2 and 2 in the presence of entry and exit. 9 To aggregate employment growth across establishments, Weight is defined as:
where ε jt is the set of establishments in group j at time t or t−1. ε jt includes the establishments that exit and enter between t−1 and t. In the analysis, group j could represent elements, such as a sector, a region, or the firm size category. The job creation rate (JCR jt ) within any group can then be calculated by taking the sum of employment-weighted employment growth for positive values of Growth it :
Weight it * Growth it .
Conversely, the job destruction rate, JDR jt , in group j is given by taking the sum of employment-weighted employment growth for negative values of Growth it :
Weight it * |Growth it |.
The job creation rate can arise from either the growth of existing establishments or the entry of establishments. Likewise, the job destruction rate can arise from existing establishments that reduce employment or the exit of establishments. The gross job reallocation rate, JRR jt , can be expressed as
This measure, which is based on the establishments, does not incorporate two potentially important aspects of job reallocation. First, it does not observe the job reallocation within establishments from the inflows and outflows of different positions within the same establishment. Even within establishments, gross flows are unlikely to equal the net employment change. Second, the job reallocation that occurs between t−1 and t is not captured by changes in N it . A firm that creates and destroys a job between t−1 and t is recorded as having zero job reallocation. Hence, the job reallocation rates in this study could be underestimated compared with actual job reallocations. Finally, gross job reallocation can be considered as the maximum number of employee movements needed to adjust to changes in employment opportunities across establishments. In contrast, the minimum employee reallocation for a given job reallocation rate is shown by the net employment growth rate as follows:
Globalization and job creation/job destruction
Previous studies have shown that a positive relationship exists between FDI and domestic employment. Nevertheless, we observed that manufacturing MNEs have expanded their overseas operations and that the number of domestic employment in the manufacturing industry has been decreasing over the past 20 years in Japan. Thus, this study addresses the gap between our observation and the literature.
Overall, the first goal of this study is to investigate the impact of outward FDI on net employment growth and job creation/destruction rates. It further seeks to examine job creation from new establishment entry and job destruction from establishment exit. Based on the results, the second goal is to explore the effects of globalization by industry and firm size. Previous studies on SMEs were hampered because of data limitations, but the present study leverages data covering establishments of all sizes. The third goal is to estimate the job creation/destruction rates through establishment location. In recent years, rural employment has declined more severely than in urban areas, which may be caused by the progressive globalization of Japanese firms. This study examines whether MNEs are likely to achieve efficient resource allocations within firms by relocating employment from rural to urban areas.
The data set used in this study contains 1,755,833 observations composed of new entrant establishments (153,377), exit establishments (267,625), and existing establishments (1,334,831), as seen in Table 3 . 
Role of outward FDI on employment
The establishments are divided into five categories: (1) non-subsidiary companies; (2) expanding MNEs; (3) non-expanding MNEs; (4) expanding domestic companies; and (5) non-expanding domestic companies.
10 Table 4 presents the job creation, destruction, and reallocation rates as well as the net employment growth rate. The job creation rates of expanding MNEs, non-expanding MNEs, expanding domestic companies, non-expanding domestic companies, and nonsubsidiary companies are 0.202, 0.181, 0.185, 0.153, and 0.147, respectively. 11 The job creation rate of expanding MNEs is higher than that of expanding domestic companies, and the difference is statistically significant. 12 The job creation rate of non-expanding MNEs is higher than that of non-expanding domestic companies and the difference is also statistically significant. In summary, the job creation rates of MNEs are higher than those of domestic companies.
The job destruction rates of expanding MNEs, non-expanding MNEs, expanding domestic companies, non-expanding domestic companies, and non-subsidiary companies are 0.180, 0.241, 0.154, 0.141, and 0.162, respectively. The job destruction rates of MNEs are also higher than those of domestic firms. The difference between expanding MNEs and expanding domestic companies, as well as between non-expanding MNEs and non-expanding domestic companies are statistically significant.
The job reallocation rates of expanding MNEs, non-expanding MNEs, expanding domestic companies, non-expanding domestic companies, and non-subsidiary companies are 0.382, 0.422, 0.339, 0.294, and 0.310, respectively. 13 The job destruction rates of non-expanding and expanding MNEs are much higher than those of domestic companies. Hence, the job reallocation rates of MNEs are higher.
The net employment growth rate is much lower than the job creation/destruction rates in any category. Table 4 . The net employment growth rate of the expanding MNEs is positive; however, that of the non-expanding MNEs is negative and the absolute value of it is larger than that of domestic companies. In the expanding MNEs, the overseas operations seem to complement home operations in terms of employment.
The job creation rate can be divided into the contributions of new entries and those of existing establishments. The job creation rates from the new entry of expanding MNEs, non-expanding MNEs, expanding domestic companies, non-expanding domestic companies, and non-subsidiary companies are 0.048, 0.045, 0.000, 0.000, and 0.000, respectively (see Table 5 ). The job creation rates from the existing establishments of expanding MNEs, non-expanding MNEs, expanding domestic companies, non-expanding domestic companies, and non-subsidiary companies are 0.154, 0.136, 0.184, 0.153, and 0.147, respectively. The job creation rates of MNEs from existing establishments are lower than those of domestic companies. However, the job creation rates from new establishments are much higher.
The job destruction rates from the exit of expanding MNEs, non-expanding MNEs, expanding domestic companies, non-expanding domestic companies, and non-subsidiary companies are 0.065, 0.087, 0.004, 0.002, and 0.012, respectively. The job destruction rates of existing expanding MNEs, non-expanding MNEs, expanding domestic companies, non-expanding domestic companies, and non-subsidiary companies are 0.115, 0.154, 0.150, 0.139, and 0.150, respectively. Although the job destruction rate of exiting MNEs is also higher than that of domestic companies, the job destruction rate from existing establishments of expanding MNEs is significantly lower than that of the other categories.
Although the establishments belonging to the firms that remained in the domestic market have low probability of exit, even if they continue existing their employment decreases. Conversely, the pattern of MNEs become polarized as firms expanding their foreign activities show minor decrease in domestic employment, whereas those firms either in status quo or shrinking their foreign activities have large decreases in domestic employment.
In Tables 6 and 7 , the sample is restricted to establishments that belong to singleestablishment firms. The job creation and net employment growth rate of single establishments in expanding MNEs are highest, as is the case across all samples (Table 6 ). The job creation rate from new entry and the job destruction rate from exiting establishments in expanding MNEs are relatively low (Table 7) . The job destruction rate in non-expanding MNEs and non-expanding domestic companies is relatively low, similar to the job creation rate. These results show that multi-establishment firms actively establish or close their establishments, whereas single-establishment firms have limited possibility of establishment existing or shutdown.
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For a detailed factor analysis, the sample is limited to establishments belonging to firms in two major industries, namely, the machinery industry and the transportation equipment industry. 16 Table 8 demonstrates that the job creation rate, the job reallocation rate, and the net employment growth of expanding MNEs are higher, whereas the job destruction rate is lower in the machinery industry than those rates in the other categories, respectively. Only expanding MNEs have a positive net employment growth; Table 9 indicates that this is attributed to a relatively higher job creation rate and a relatively lower 15 The finding that multi-plant firms are more likely to close down is consistent with previous research (Kneller et al. 2012 ).
16 The machinery industry includes: general industry machinery; special industry machinery; miscellaneous machinery; office and service industry machinery; electrical generating, transmission, distribution and industrial apparatus; household electric appliances; electronic data processing machines, digital and analog computer equipment and accessories; communication equipment; electronic equipment and electric measuring instruments; semiconductor devices and integrated circuits; electronic parts; miscellaneous electrical machinery equipment; and precision machinery and equipment. The transportation equipment industry includes: motor vehicles; motor vehicle parts and accessories; and other transportation equipment. job destruction rate from existing establishments in expanding MNE compared to other categories. The job creation rate of non-expanding MNEs is as high as those of domestic companies, but, the job reallocation rate is relatively higher than that of domestic companies. It is important to note that, in this period, the establishment entrants and exits of non-expanding MNEs were active in the machinery industry.
In the transportation equipment industry, the job creation/destruction rates of expanding domestic companies are higher than those of expanding MNEs (see Tables 10 and 11 ). In contrast to the machinery industry, domestic companies in the transportation equipment industry have greater flexibility in adjusting to the changing market conditions than the MNEs. 
Impact of globalization on the employment growth and job creation/destruction
rates by firm size Firm size is established by aggregating the employment across all establishments belonging to the firm. This study uses the average number of employees in a firm in year t−1 and t. Small-sized firms are defined as firms with up to 50 employees, mediumsized firms as having 51-300 employees, and large-sized firms as having more than 300 employees. Table 12 shows that, in each of the five subsidiary categories, the net employment growth rates are negative and the job creation and the net employment growth rates of establishments belonging to small-sized firms are lower than those in large-sized firms, and the job destruction rate is higher. In small-sized firms, the job creation rate of establishments belonging to expanding MNEs and expanding domestic companies are higher than their non-expanding counterparts (0.132 and 0.139, respectively). In addition, the job destruction rate of small expanding MNEs and expanding domestic companies are higher. The net employment growth rate of non-expanding domestic companies and non-subsidiary companies are higher in small-sized firms compared with those in other categories (−0.045 and −0.067, respectively). In large-sized firms, the net employment growth of expanding domestic companies and expanding MNEs are higher than their non-expanding counterparts (0.046 and 0.037, respectively). Notable results are that the net employment growth and the job creation rates in expanding domestic companies are higher than those in expanding MNEs for both small-and large-sized firms. Table 13 shows that the job creation rate from existing establishments of expanding MNEs and non-expanding MNEs in large-sized firms are 0.165 and 0.151, respectively, whereas those of expanding domestic companies, non-expanding domestic companies, and non-subsidiary companies are 0.193, 0.162, and 0.182, respectively. In small-sized companies, the job creation rates from existing establishments of expanding MNEs, and non-expanding MNEs are 0.132 and 0.087, respectively, whereas those of expanding domestic companies, non-expanding domestic companies and non-subsidiary companies are 0.139, 0.125, and 0.113, respectively. Moreover, the job creation rate of MNEs from existing firms is not necessarily high regardless of the firm size.
The total job destruction rate of expanding MNEs in large-sized firms is 0.128, of which 0.008 is explained by the job destruction rate from exits, and 0.121 from existing establishments. The majority of job destruction arises from existing establishments. In small-sized firms, the larger job destruction rate of expanding MNEs can be explained by the job destruction from exits. The total job destruction rate of small expanding MNEs is 0.207, of which 0.049 is attributed to job destruction from exits and 0.158 is from existing establishments. The job destruction rate of MNEs from existing establishments of SMEs is lower of expanding MNEs are the highest. The net employment growth rate of non-expanding MNEs is the lowest among both small-and large-sized companies. Between 2006 and 2009, small non-subsidiary firms and non-expanding MNEs faced difficult times, especially single-establishment firms. Although overseas operations seem to complement domestic operations in the expanding MNEs, overseas operations do not always accelerate domestic operations in the non-expanding MNEs. Table 16 presents the job creation/destruction rates by location and subsidiary category. In each of the five subsidiary categories the urban job creation rates are higher than the rural rates. The job creation rate of the urban establishments belonging to expanding MNEs is 0.221 and 0.166 for rural areas. The job creation rate of expanding domestic companies in urban areas and rural areas are 0.202 and 0.166, respectively. In each subsidiary category, the net employment growth and the job destruction rates are higher in urban than in rural areas. The net employment growth and job destruction rates of the urban establishments in expanding MNE are 0.032 and 0.190, respectively, whereas they are 0.005 and 0.161, respectively, in rural areas. The net employment growth and job destruction rates of the urban establishments in expanding domestic companies are 0.040 and 0.162, respectively, whereas they are 0.020 and 0.146, respectively, in rural areas.
Impact of globalization on the job creation/destruction of urban establishments compared with those of rural establishments
A simple regression-based approach is used to test whether the differences of the subsidiary categories and the location of establishments actually affect the job growth, creation, and destruction rates. To estimate the impact of the difference of the subsidiary categories and the location of establishments on the net employment growth in equation (1) of Section 3, the following model is estimated and appropriately weighted by the Weight given in equation (2). Ordinary least squares models are used to show the impact of the reallocation of employees within the same company.
where S qit are the dummy variables of interaction terms for subsidiary categories and location. Subsidiary categories are the establishment i affiliated with: (1) non-subsidiary companies; (2) expanding MNEs; (3) non-expanding MNEs; (4) expanding domestic companies; and (5) non-expanding domestic companies. In addition, location categories are (1) rural and (2) urban. 17 The variable X it indicates the establishment characteristics, such as the establishment size and the industry, and ε it represents the error term. The establishments within the same company invariably have the same subsidiary categories. However, the location categories are not necessarily the same.
To estimate the impact of the subsidiary categories on job creation/destruction, the following estimations are made, based on the analysis of Hijzen, Upward, and Wright (2010) .
where Growth + it is equal to Growth for those establishments with Growth it > 0 and zero for all other firms, and Growth − it is defined as equal to Growth for those establishments with Growth it <0 and zero otherwise. Importantly, these results are only suggestive and descriptive models of how subsidiary categories can affect job growth. Table 17 shows the results of net employment growth rate in urban establishments compared to rural establishments. In all five categories except for non-subsidiary company, the net employment growth rates in urban are higher than those in rural.
The coefficients of establishments in urban compared with rural areas, after controlling for establishment size and industry, are represented in Table 18 . For this estimation, the sample is segmented into discrete subgroups by subsidiary category. The results show that the subsidiary category with the largest urban/rural gap in the job creation rate is expanding MNEs (column (2) in Table 18 ). Table 19 shows the job destruction rate in urban establishments compared with rural establishments. Column (2) in Table 19 shows that the absolute value of the job destruction rate in urban establishments is 0.025 points higher than that in rural establishments. The coefficient of expanding MNEs is the highest among all subsidiary categories. Altogether, Tables 18 and 19 show that the job creation/destruction rates of urban expanding MNEs, compared with rural expanding MNEs, are higher than those of domestic companies. In urban areas, resource allocation is more active than in rural areas, particularly in expanding MNEs.
Conclusion
Previous studies have shown a positive correlation between FDI or offshoring and domestic employment, although it is observed that manufacturing MNEs have expanded their overseas operations and that domestic employment in the manufacturing industry has been on a downward trend for the past 20 years in Japan. This study fills the gap between the fact and the literature.
In 2006-09, most of the decrease in net employment is caused by non-subsidiary companies and non-expanding MNEs. 18 In single-establishment firms particularly, almost all of the decrease is induced by non-subsidiary companies. Although overseas operations seem to complement domestic operations in the expanding MNEs, overseas operations do not always accelerate domestic operations in the non-expanding MNEs.
The net MNE employment growth is not necessarily high, but both the job creation/destruction rates of MNEs are higher than their domestic counterparts. This is attributed to the high job creation rate from new entrants and the high job destruction rate from exiting establishments. The job creation rate from the new entry and the job destruction rate from the exit of single-establishment firms are quite low even in MNEs, and the job destruction rate from existing establishments in MNEs is low. The high job reallocation rate includes both positive and negative aspects in the globalization of Japanese firms. 19 The positive aspect is that the higher the job reallocation rate, the greater the flexibility in adjusting to changing market conditions, whereas the negative aspect from the low labor flexibility is that a high job reallocation rate arising from the high job destruction rate can contribute toward larger unemployment in Japan.
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The net employment growth rate in expanding domestic companies is higher than that in expanding MNEs for any firm size. Although there is a tendency to focus on MNEs, there should be a further emphasis on expanding domestic companies in terms of employment growth. The job destruction rate of expanding MNEs from existing establishments is relatively low regardless of the firm size. The business activities of small firms that prevail in the domestic market are shrinking. Multi-establishment firms have a higher job creation rate as a result of entry and a higher job destruction rate as a result of exit. MNEs might achieve an efficient allocation of resources through the scrap-and-build of establishments. In addition, the job creation rates in urban areas are higher than those in rural areas in any subsidiary category, particularly for MNEs. This implies that MNEs are more likely to achieve efficient resource allocation both in the overall economy and within the same company.
Finally, it has been shown that firms that do not have overseas subsidiaries have limited ability to reallocate their resources in response to the change in the international market. Firms that undertake risk in expanding the scope of their businesses abroad should be supported in financial terms or through the provision of information. Support policies are particularly essential for SMEs that undertake risk in expanding their businesses abroad because such actions have a higher risk of exit. Additionally, there should be a safety net and retraining support for the possible increase in unemployment, particularly for employees in SMEs. Furthermore, productivity in the service sector needs to be improved and high-value-added jobs should be created in the sector. 
